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monitoring, or any remedial process 
for such project. 

(2) If a Bank director or employee, or 
such person’s family member, has a fi-
nancial interest in, or is a director, of-
ficer, or employee of an organization 
involved in, an AHP project such that 
he or she is subject to the requirements 
in paragraph (a)(1) of this section, such 
person shall not participate in or at-
tempt to influence decisions by the 
Bank regarding the evaluation, ap-
proval, funding, monitoring, or any re-
medial process for such project. 

(b) Advisory Council members. (1) Each 
Bank’s board of directors shall adopt a 
written policy providing that if an Ad-
visory Council member, or such per-
son’s family member, has a financial 
interest in, or is a director, officer, or 
employee of an organization involved 
in, a project that is the subject of a 
pending or approved AHP application, 
the Advisory Council member shall not 
participate in or attempt to influence 
decisions by the Bank regarding the 
approval for such project. 

(2) If an Advisory Council member, or 
such person’s family member, has a fi-
nancial interest in, or is a director, of-
ficer, or employee of an organization 
involved in, an AHP project such that 
he or she is subject to the requirements 
in paragraph (b)(1) of this section, such 
person shall not participate in or at-
tempt to influence decisions by the 
Bank regarding the approval for such 
project. 

(c) No delegation. A Bank’s board of 
directors shall not delegate to Bank of-
ficers or other Bank employees the re-
sponsibility to adopt the conflict of in-
terest policies required by this section. 

§ 1291.11 Temporary suspension of 
AHP contributions. 

(a) Request to FHFA. If a Bank finds 
that the contributions required pursu-
ant to § 1291.2(a) of this part are con-
tributing to the financial instability of 
the Bank, the Bank may apply in writ-
ing to the FHFA for a temporary sus-
pension of such contributions. 

(b) Director review. (1) In determining 
the financial instability of a Bank, the 
Director shall consider such factors as: 

(i) Severely depressed Bank earnings; 
(ii) A substantial decline in Bank 

membership capital; and 

(iii) A substantial reduction in Bank 
advances outstanding. 

(2) Limitations on grounds for suspen-
sion. The Director shall not suspend a 
Bank’s annual AHP contributions if it 
determines that the Bank’s reduction 
in earnings is due to: 

(i) A change in the terms of advances 
to members that is not justified by 
market conditions; 

(ii) Inordinate operating and admin-
istrative expenses; or 

(iii) Mismanagement. 

[71 FR 59286, Oct. 6, 2006, as amended at 73 FR 
61664, Oct. 17, 2008] 

§ 1291.12 Affordable Housing Reserve 
Fund. 

(a) Deposits. If a Bank fails to use or 
commit the full amount it is required 
to contribute to the Program in any 
year pursuant to § 1291.2(a) of this part, 
90 percent of the unused or uncommit-
ted amount shall be deposited by the 
Bank in an Affordable Housing Reserve 
Fund established and administered by 
the FHFA. The remaining 10 percent of 
the unused and uncommitted amount 
retained by the Bank should be fully 
used or committed by the Bank during 
the following year, and any remaining 
portion shall be deposited in the Af-
fordable Housing Reserve Fund. 

(b) Use or commitment of funds. Ap-
proval of applications for AHP sub-
sidies from members sufficient to ex-
haust the amount a Bank is required to 
contribute pursuant to § 1291.2(a) of 
this part shall constitute use or com-
mitment of funds. Amounts remaining 
unused or uncommitted at year-end are 
deemed to be used or committed if, in 
combination with AHP subsidies that 
have been returned to the Bank or de- 
committed from canceled projects, 
they are insufficient to fund: 

(1) The next highest scoring AHP ap-
plication in the Bank’s final funding 
period of the year for its competitive 
application program; 

(2) Pending applications for funds 
under the Bank’s homeownership set- 
aside programs; and 

(3) Project modifications approved by 
the Bank pursuant to the requirements 
of this part. 

(c) Carryover of insufficient amounts. 
Such insufficient amounts as described 
in paragraph (b) of this section shall be 
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carried over for use or commitment in 
the following year in the Bank’s com-

petitive application program or home-
ownership set-aside programs. 
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